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PREFACE

This AICPA Consulting Services practice aid is one in a series devoted to the kinds of consulting
services most often provided to a CPA’s small business clients. Even though the same services may
also be provided to large-volume clients, practitioners’ experience indicates that providing advice and
assistance to small, closely held businesses often involves different considerations. Small businesses
frequently do not find it cost effective to have the breadth of financial and accounting expertise that
is present in larger businesses. Hence, the nature and depth of the practitioner’s gathering and
analysis of data may differ when providing services to small and large businesses. Most important,
the personal plans, finances, and desires of the small business owner may have significant impact on
the current and future operations of the business, and the practitioner must take them into
consideration.
Small Business Consulting Practice Aids do not purport to include everything a practitioner
needs to know or do to undertake a specific type of service. Furthermore, engagement
circumstances differ, and therefore the practitioner’s professional judgement may cause him or her
to conclude that an approach described in a particular practice aid is inappropriate.
Although these practice aids often deal with aspects of consulting services knowledge in the
context of a consulting engagement, they are also intended to be useful to practitioners who provide
advice on the same subjects in the form of a consultation. Consulting services engagements and
consultations are defined in the Statement on Standards for Consulting Services (SSCS) issued by
the AICPA. The SSCS appears in appendix 31/A of this practice aid.
For members employed in industry and government, Small Business Consulting Practice Aids
contain information that is also useful in providing internal advice and assistance to management.
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31/100

DEVELOPING AND IMPROVING CLIENTS’ RECRUITMENT,
SELECTION, AND ORIENTATION PROGRAMS

31/105 SCOPE OF THIS PRACTICE AID
.01
Effective policies and practices for recruiting, selecting, and orienting personnel are
critical to every business. To succeed, an organization needs qualified, informed, and
motivated personnel. Securing such personnel is not a matter of chance, but of attracting
the right candidates and selecting the best among them. Once the company hires the best
people, it needs to orient them to its goals, objectives, and policies and procedures so that
they can quickly become effective and committed members of the organization.
.02
During an engagement to assist in developing or improving a recruitment, selection,
and orientation program, the practitioner needs to tailor the engagement approach and
recommendations to the requirements and situation of each client. Methods for recruiting
and selecting technical professionals differ from those used for managers and clerical and
production workers. Specific industries may require particular techniques. Furthermore,
the experience and skills of the personnel who implement these programs will influence
their nature.
.03
The purpose of this practice aid is to provide practitioners and members in industry
with information they can use to establish or enhance policies and procedures for the
recruitment, selection, and orientation of personnel. In the appendixes, a case study and
sample forms provide specific examples of how practitioners may apply the general
information.

31/110 TYPICAL ENGAGEMENT SITUATIONS
.01
A client may need assistance in developing policies and procedures for recruiting,
selecting, and orienting personnel as a result of a variety of circumstances. The following
are some typical situations:
•

A new or growing organization is establishing a personnel department for the first
time.

¶ 31/110.01
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•

A company wishes to develop a personnel policies and procedures manual1 to
standardize and document existing personnel practices. One section of such a
manual needs to address the topic of recruiting, selecting, and orienting personnel.

•

The organization is experiencing personnel problems, such as difficulty in attracting
qualified candidates, retaining good employees, or matching of skills with job
requirements.

•

The organization’s problems in productivity and quality appear to be rooted in the
orientation and motivation of the work force.

.02
Practitioners can help clients diagnose problems that may result from inappropriate
recruitment, selection, and orientation practices, and can also help them make beneficial
changes. Such changes, however, cannot eliminate problems that result from uncompetitive
compensation, poor working conditions, and similar situations. To effect improvements in
these situations, practitioners may need to recommend revisions of compensation policies
and strategy, office or plant layout and environment, fringe benefits, and many other areas.

31/115 PRELIMINARY SURVEY
.01
Before beginning the engagement, the practitioner defines the scope of the work
to be performed and determines appropriate fees for the work. Accordingly, the
practitioner may conduct a brief, preliminary fact-finding survey to better understand the
client’s needs and engagement benefits. The survey will also help the practitioner define
the engagement elements and approach, and may enable him or her to determine the
product to be delivered to the client, such as a report of findings and recommendations or
a policy and procedures manual for recruitment, selection, and orientation, or both.
.02
A survey of an existing client requires less time than one for a prospective client
because the practitioner knows the operations, policies, and other pertinent factors
associated with its recruitment, selection, and orientation problems or needs. The factors
to consider include the adequacy of staffing, the morale of employees, the growth objectives
of the company, and the practices of competitors. The preliminary survey may be phase
one of an engagement or a brief preengagement review.

Current Personnel Policies, Procedures,
and Related Documents
.03
Practitioners often find that few organizations, except very large ones, have policies
and procedures covering recruitment, selection, and orientation. Most organizations leave
these important personnel matters to the discretion of managers who have hiring authority.

1 For information on developing policy manuals, see MAS Technical Consulting Practice Aid No. 12, Assisting Clients in Developing an
Employee Handbook (New York: AICPA, 1990).
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As a result, the recruitment process uses no standard sources and methods, the selection
is primarily subjective, and orientation lacks substance and uniformity. If policies and
procedures exist, they may be outdated or may violate labor laws. The practitioner needs
to know the current situation, however, in order to effect change.

Organization Charts and
Personnel Rosters
.04
The types and numbers of positions in an organization and its structure usually have
a significant bearing on policies and procedures for recruitment, selection, and orientation.
This information may also reveal sources of personnel problems.2

Adequacy of Staffing
.05
The practitioner examines positions that have significantly high turnover or that are
low in productivity or high in error or waste. Causes of these problems may be inadequacy
or absence of job descriptions, insufficient skills of the assigned personnel, or understaffing.
Improved recruitment and selection techniques or perhaps other changes may be needed
to reduce turnover.

Capabilities of Management
and Key Personnel
.06
If senior management lacks confidence in key personnel, the perceived weaknesses
and desired strengths can provide clues about changes needed in the recruitment, selection,
and orientation policies and practices. The limitations of employees responsible for hiring
may cause significant personnel problems. The practitioner therefore needs to assess their
skills to determine whether hiring responsibilities need to be shifted.

Growth Objectives
.07
The practitioner studies the client’s plans for growth to determine whether
recruitment and selection activities are appropriate for meeting future personnel
requirements.

2 Information on helping clients improve their organization is available in MAS Small Business Consulting Practice Aid No. 15,
Improving Organizational Structure (New York: AICPA, 1991).
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Personnel Status Reporting System
.08
Personnel problems are sometimes attributable to recruiting and selection delays.
The delays may stem from an inadequate system of reporting current and prospective
vacancies, new positions, and other information the human resources staff needs in order
to hire staff in a timely way.

Competitive Information
.09
The inability to recruit appropriate personnel may result from local or industry
competition. Knowledge of the competition and their compensation rates, benefit
programs, recruiting programs, and related information will help in formulating changes
needed to attract qualified personnel.

Morale Level
.10
If a morale problem exists, the practitioner determines its root causes. Poor morale
not only produces high turnover, but also causes prospective employees who are familiar
with the organization to ignore recruitment efforts.

31/120 ENGAGEMENT UNDERSTANDING
.01
After defining the scope of the work to be performed and determining appropriate
fees, the practitioner develops an understanding with the client. In a letter, the practitioner
outlines this understanding of the engagement’s scope, objectives, expected benefits, and
fees. An illustrative engagement letter is included as exhibit 31B-1 in appendix 31/B, "Case
Study: Developing a Recruitment, Selection, and Orientation Plan for ABC Company."

31/125 ENGAGEMENT OBJECTIVES
AND BENEFITS
.01
The objectives of the engagement generally are to define or revise, document, and
establish formal policies and procedures for employee selection, recruitment, and
orientation. As a result of the engagement, the client will have clear policies and
procedures that it can apply uniformly. All sources of candidates for employment will be
documented for future reference. Clear policies and procedures will also facilitate the
process of assessing these candidates. For example, recruiters will be able to compare each
candidate’s qualifications with specific job requirements and base their final selections on
relevant criteria. Finally, a well-designed training program will increase employee
effectiveness by providing information about organizational and departmental objectives,
the firm’s culture, and management’s expectations.
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31/130 ENGAGEMENT APPROACH

Fact-Finding
.01
In the initial phase of the engagement, practitioners collect information about the
client’s current recruitment, selection, and orientation policies and procedures that they did
not get during the preliminary survey. This information includes all documents the client
uses to orient new personnel. Many of these documents, such as job descriptions, the
employee handbook, maps of facilities’ layouts, and policy and procedure manuals, may be
in print.
.02
Additional information that practitioners document which may not already be in
print includes—
•

A brief history of the company. This history describes the company’s mission; its
key future plans, beliefs, and principles; its position in the industry; its founders; and
its current organization and key executives.

•

Company training policies, including the training process, content, and sequence.

•

The employee evaluation process and its frequency.

•

The process for management follow-up with a new employee.

.03
The practitioner’s fact-finding will include conducting interviews, soliciting
information with questionnaires, reviewing the use of forms, and observing the activities of
client personnel involved in recruitment, selection, and orientation.

Assessing the Current Recruitment,
Selection, and Orientation Process
.04
After gathering information during the fact-finding phase, the practitioner reviews
the client’s current policies and procedures. The following guidelines for effective
recruitment, selection, and orientation programs will help the practitioner assess the policies
and procedures and formulate recommendations for client management.
.05
Recruitment. The recruitment process will be effective if the description of job
requirements is accurate and clear, suitable candidates are available, and a method for
authorizing the process is in place.
.06
Defining job requirements. When a client identifies a need for personnel, it also
needs to describe the job and its requirements. At a minimum, the description needs to
include a summary of the work to be performed and the performance standards, the
reporting relationships, compensation, the required equipment skills and technical knowl
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edge, the desired levels of education, experience, and skills, and any other information
needed for recruiting an appropriate candidate.
.07
The client can use the job description to evaluate the work being performed by the
incumbent or a new hire. If the description is effectively prepared, it will be perfectly clear
to the employee. During the final stages of the recruitment process, the prospective
employee reviews the description. This final review ensures that the employee is not
surprised by performance requirements.
.08
Locating candidates. Current employees are an excellent source for qualified
candidates. Promoting employees or filling jobs from their ranks fosters high morale. The
client also benefits because current employees usually understand the organization and can
contribute in the new position quickly without incurring the costs associated with hiring new
personnel.
.09
In addition, current employees may know qualified candidates whom they can refer
to the recruiter. If the client is unable to promote a current employee or locate a
candidate from employee referrals, the company could use an outside source such as a
personnel agency or an executive search firm. These firms provide the expertise and
resources to locate qualified candidates. Practitioners need to be aware that such firms
provide these services on the basis of a variety of fee arrangements. The primary
disadvantages of these firms, however, are greater recruitment costs and the lack of
understanding of the client organization’s culture.
.10
Another possible source is contacts within the industry who frequently know who
is available for various positions. If industry knowledge is important, such contacts can be
a good source. The client can also recruit industry-knowledgeable candidates by placing
advertisements in selected trade magazines and other periodicals. Although these sources
are specialized, they usually reach larger audiences. This approach, however, requires
much time, which is a disadvantage when time is critical. Network sources, such as lawyers,
bankers, and professional and civic organizations, may provide suitable candidates. Usually,
candidates from a wider range of industries are available from network sources.
.11
Colleges and universities often have recent graduates and alumni available for
employment. These sources, however, usually provide many candidates who lack the
specific qualifications for the current position. Similarly, advertisements in newspapers will
usually generate a large number of responses immediately, but this approach also requires
a lot of time to sift through the responses to find a qualified candidate.
.12
Initiating the recruitment process. Depending on the size of the organization, the
client begins the recruitment process by requisitioning the required personnel. If a
personnel requisition form is used, its content is based on the job requirements. The
requisition allows the individuals responsible for filling the position to begin their work.
The requisition is also an authorization for recruitment expenses and future payroll
expenses. In effect, it is a purchase order. Exhibit 31C-1 in appendix 31/C is a sample
personnel requisition form.
¶ 31/130.07
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.13
Selection. The recruitment process may generate a large amount of resumes. If,
for example, a newspaper ad produces many resumes or a bank of resumes has been
accumulated over a period of time, the client should exercise judgement in reviewing them
and may also need to do some preliminary telephone screening.
.14
In addition to screening candidates carefully, the selection process involves
conducting interviews, checking references thoroughly, and matching candidates to the
position requirements. Testing sometimes is a suitable tool for selecting candidates. An
effective selection process also includes established procedures for keeping records of
interviews and for offering employment.
.15
Classifying resumes. In general, reviewers look for relevant job experience, stability,
advancement and promotions, appropriate educational and general background, and an
ability to present qualifications effectively. Some applicants who are suitable for one type
of position or industry may be inappropriate for another. For example, a person employed
twenty years with a single company performing the same function may demonstrate loyalty
and stability but may be unsuitable for a general consulting position that requires job
experience with various industries. An effective way to screen resumes is to classify
candidates into several groups and sort their resumes as they are received. The recruiter
may, for example, classify the resumes according to the following categories:
a.

Candidates have current or immediate job experience in the same industry as the
client and meet all other qualifications.

b.

Candidates’ current job experience is outside the client’s industry, but they meet all
other qualifications.

c.

Candidates have partial or limited job experience outside the client’s industry, but
they meet other qualifications or have minor variances.

d.

Candidates are unsuitable for the position.

.16
After compiling a list of candidates from the resumes, the client conducts
preliminary interviews. A telephone call to the candidate may fill in any gaps and ascertain
the candidate’s interest in the position. The client asks specific questions based on the
resumes and the requirements of the position.
.17
Using applications. Application forms should be appropriate for the company’s
business and requirements. Effective forms are easy to read, concise, and sufficiently
spaced. Questions on the application must comply with federal regulations to avoid
discriminatory practices and violations of personal rights. The client may mail applications
to candidates to complete before the interview or they can be completed at the time of the
interview.
.18
Conducting interviews. The next step in the recruitment process is for the client to
interview selected candidates. The interviewer should be prepared with knowledge of the
position, the organization, and the applicant’s background and with questions.
¶ 31/130.18
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The interviewer puts candidates at ease by establishing a common ground, perhaps
by reassuring applicants that they will not undergo the unpleasantness of a quasi-inquisi
tion. If the interviewer develops this rapport, candidates usually are more communicative
and more likely to give the facts needed for a thorough evaluation. The interviewer asks
applicants the particular function they would like to perform and what aspects they
particularly liked about their previous positions. This information helps to determine
whether candidates will fit into the firm. The interviewer asks different questions that will
give a complete picture of the candidate. The interviewer must be careful not to ask
questions or make statements that might be construed to be in violation of federal, state,
or local laws.
.20
In precise and simple terms, the interviewer tells applicants what the client expects
of them and what job functions they will perform. Unrealistic expectations often cause job
dissatisfaction and turnover. The interviewer gives applicants the opportunity to ask
questions about the position. The types of questions and the way they are asked may
provide a good deal of information about applicants.
.21
During the interview, the interviewer gathers all the information needed to make
a final judgment. When in doubt, or when an applicant seems as interesting and qualified
as previous applicants, the interviewer asks questions that will help make a decision. When
definitely interested in a prospective employee, the interviewer tells the applicant this and
what the next step is toward employment. If the applicant is inappropriate, the interviewer
generally communicates this intelligently and tactfully in a letter shortly after the interview.
.22
The recruiter documents the results of the interview, using a form similar to the
sample interview summary form in exhibit 31C-2 in appendix 31/C. This documentation
makes comparisons of the applicants easier. The best time to record comments and
observations is during the interview. If this may cause some tension or awkwardness during
the interview, then the interviewer records observations immediately after the interview
while they are fresh.
.23
Testing. Tests are a valuable tool for assessing a candidate’s aptitude, experience,
and motivation. Tests of aptitude, achievement, personality, interest, and general ability
are available from many sources. Usually, the more reliable the test the more likely that
an expert needs to administer and interpret it. To avoid lawsuits, the client ensures that
all tests are structured for the position available and uses them solely for employmentrelated purposes. The practitioner recommends that the client get legal advice about
employment testing.
.24
Checking references. After the final candidates have been selected, the next step is
to check references with the candidate’s consent. The client asks several questions in a
reference check, such as those in exhibit 31C-3. The client needs to use good judgment
about the reliability of a reference source. To avoid possible litigation, many former
employers will provide only employment dates rather than evaluate the candidate.
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Matching final qualifications. After checking references, the client matches
candidates’ qualifications with the job description and the company’s needs to identify two
or three candidates best suited for the position. The client considers such items as
experience, education, salary request, personal goals, travel distance to employment,
strengths, weaknesses, test results, and personality. The client gives special attention to the
candidates’ ability to adapt to the culture of the company.
.26
Offering employment. After selecting the final candidate, the client establishes the
compensation package, starting date, contract requirements, if any, and orientation
program. When employment contracts are required, the client may wish to have the
practitioner work with the client’s attorney. Such contracts should be signed by both
parties.
.27
An increasing number of companies now provide fringe benefits to new employees
after a trial period before accepting them as permanent employees. New hires typically
receive no fringe benefits, such as health and life insurance, for thirty days, accrue no sick
leave and vacation until the end of the probationary period, and are eligible to participate
in profit-sharing plans only after one year.
.28
Keeping records. The client should keep files on all candidates interviewed. The
files contain interview questions and answers, resumes, applications, reference letters and
telephone comments, test results, government employment tax and compliance forms,
insurance applications, orientation checklists, job descriptions, and letters of offer.
.29
The client sends thank-you letters to unsuccessful candidates and keeps copies in
the personnel files of these candidates. These files must b e kept for a specified period, in
compliance with current laws.
.30
Orientation. A well-designed orientation program is essential to effectively
introduce new employees to the company and provide them with the best opportunity for
meeting the company’s expectations. In addition to training, the orientation program
provides employees with information about the company, its facilities, their jobs, and
policies and procedures, including guidelines for performance evaluation. The program also
includes procedures for follow-up by supervisors to assess employees’ progress.
.3 1
Company information. New employees should be given a description of the
company’s product or services, its mission statement, and a history of the company,
including the background of its founders, important events in its history, and noteworthy
pieces of corporate culture and legend. This description needs to include an explanation
of company values or a list of principles. As appropriate, employees should also be advised
about the company’s position in industry, its major competitors, the current organizational
structure, key executives, and future plans. A plant and office tour and introductions at
appropriate organizational levels are also necessary for proper orientation.
3. 2
Job information. Each new employee receives a concise job description, which may
include—
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a.

The duties to perform.

b.

The frequency with which to execute each duty.

c.

Cautions or special instructions required to execute each duty.

d.

The method for measuring successful completion of tasks.

e.

The position this position reports to and the frequency of reporting.

f.

The positions reporting to this position and an overview of lower-level tasks.

g.

Key reports used and generated.

h.

Performance evaluation criteria.

33
Training. The duration of the training portion of the orientation may vary greatly,
depending on the position. To determine if training is adequate, the practitioner looks for
evidence that employees receive the proper instructions (more than just following a
supervisor for a day) in their duties. This training information may range from the very
basic, such as proper telephone etiquette, to the very technical, such as instructions in
operating a specific computer. In either case, the training should be well documented so
that it is repeatable and easily understandable, particularly if it is for a position that the
company uses heavily and fills frequently. The documentation indicates who does the
training, when it is to be performed, and in what circumstances, and it needs to provide
detailed steps that the incumbent will be able to follow.
.34
Other elements of the client’s training function that the practitioner studies include
the frequency of training and the effectiveness of trainers and of training methods and
materials.
35
Policies and procedures manual. A policies and procedures manual is an effective
means of documenting and communicating vital information to employees. The policies
section should clearly state company policy in all areas. The level of detail in the
procedures section may vary, but should be at the task level where possible. If a manual
or at least a compilation of policies is unavailable to employees, the company risks having
employees perform tasks that are incompatible with the intent of management or outside
the intended priority order.3
.36
Evaluation procedures. Employees value knowing the rules and guidelines under
which their performance will be evaluated. A common problem in small businesses is the
lack of a consistently understood and applied evaluation program. The practitioner needs

3 Additional information on developing policy manuals is available in MAS Technical Consulting Practice Aid No. 12, Assisting Clients
in Developing an Employee Handbook (New York: AICPA, 1990).
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to research the company’s evaluation practices and solicit management’s and employees’
assessments of their fairness. The client company needs to document the evaluation
process and its frequency and to use a standard evaluation form.
37
Workspace and supplies. Another important part of orientation that the practitioner
investigates is whether the employer informs employees about their workspace and the
availability of supplies. The employer can make new employees comfortable by telling
them the location of restrooms and eating facilities and showing them their own workspace.
Providing appropriate supplies and tools and explaining procedures to requisition more are
also important measures for quickly developing productive employees.
38
Stafffollow-up. Within the first few days or weeks, supervisors meet with employees
to assess their progress at mastering their tasks and feeling comfortable in the workplace.
Supervisors also correct any deficiencies in the training and provide feedback for future
orientation sessions. If appropriate, the client may use other programs, such as big brotherbig sister and peer counselor programs, to support new employees in the early stages.

Engagement Reporting
39
Interim Reports. The practitioner meets frequently with company management to
discuss findings, suggest proposed changes, and seek guidance. A review of personnel
recruitment, selection, and orientation practices usually uncovers potentially sensitive issues.
The practitioner addresses these issues with management as soon as they are identified and
well in advance of the final presentation.
.40
Interim reports and status meetings with management and employees are also
effective vehicles for gaining support for proposed changes of policies and procedures.
.41
Final Report. The product of an engagement to review or develop a company’s
recruitment, selection, and orientation activities is an oral or written report summarizing
the practitioner’s findings and recommendations. In the final report, the practitioner
usually describes the client company’s background, including its history in human resources
administration. Then the practitioner gives an overview of the existing recruitment,
selection, and orientation activities. In the overview, the practitioner assesses the current
policies and procedures in general, identifies specific situations requiring attention, and
describes their impact on the organization. The practitioner recommends recruitment,
selection, and orientation policies and procedures, or revisions if they already exist. For
example, a training program may need to be established to reduce the number of errors
and high turnover of personnel. The practitioner includes cost-savings estimates in the
discussion of recommendations.
.42
The practitioner may wish to broach the subject of follow-up assistance and other
possible management consulting engagements at the time the final report is presented.

¶ 31/130.42
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DEVELOPING AND IMPROVING CLIENTS’ RECRUITMENT,
SELECTION, AND ORIENTATION PROGRAMS

♦
31/135 CONCLUSION
.01
In many small businesses with only a few employees, the owner-manager performs
recruitment, selection, and orientation activities with a minimum of formality. Often,
selection and recruitment activities are based on intuition rather than on documented
policies and procedures. Orientation for a new employee may be only a short conversation
with the owner-manager or with a current employee who is sympathetic about a new
colleague’s lack of knowledge about the organization or job requirements.
.02
This casual approach to personnel management may be adequate for very small
businesses but is usually counterproductive for larger entities with a more active personnel
function. Failure to adopt formal recruitment, selection, and orientation policies and
procedures can lead to poor staff productivity, high turnover, difficulty in filling personnel
needs, and legal action. Practitioners can provide a valuable service by helping clients
improve weak recruitment, selection, and orientation policies and procedures or helping
establish them if they do not exist.

¶ 31/135.01
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APPENDIX 31/A
STATEMENT ON STANDARDS
FOR CONSULTING SERVICES

CONSULTING SERVICES:
DEFINITIONS AND STANDARDS

Introduction
1. Consulting services that CPAs provide to their clients have evolved from advice on
accounting-related matters to a wide range of services involving diverse technical disciplines,
industry knowledge, and consulting skills. Most practitioners, including those who provide audit and
tax services, also provide business and management consulting services to their clients.
2. Consulting services differ fundamentally from the CPA’s function of attesting to the
assertions of other parties. In an attest service, the practitioner expresses a conclusion about the
reliability of a written assertion that is the responsibility of another party, the asserter. In a
consulting service, the practitioner develops the findings, conclusions, and recommendations
presented. The nature and scope of work is determined solely by the agreement between the
practitioner and the client. Generally, the work is performed only for the use and benefit of the
client.
3. Historically, CPA consulting services have been commonly referred to as management
consulting services, management advisory services, business advisory services, or management
services. A series of Statements on Standards for Management Advisory Services (SSMASs)
previously issued by the AICPA contained guidance on certain types of consulting services provided
by members. This Statement on Standards for Consulting Services (SSCS) supersedes the SSMASs
and provides standards of practice for a broader range of professional services, as described in
paragraph 5.
4. This SSCS and any subsequent SSCSs apply to any AICPA member holding out as a CPA
while providing consulting services as defined herein.

Definitions
5. Terms established for the purpose of the SSCSs are as follows:
Consulting Services Practitioner. Any AICPA member holding out as a CPA while engaged in
the performance of a consulting service for a client, or any other individual who is carrying out a
consulting service for a client on behalf of any Institute member or member’s firm holding out as
a CPA.
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Consulting Process. The analytical approach and process applied in a consulting service. It
typically involves some combination of activities relating to determination of client objectives, fact
finding, definition of the problems or opportunities, evaluation of alternatives, formulation of
proposed action, communication of results, implementation, and follow-up.
Consulting Services. Professional services that employ the practitioner’s technical skills,
education, observations, experiences, and knowledge of the consulting process.1 Consulting services
may include one or more of the following:
a. Consultations, in which the practitioner’s function is to provide counsel in a short time frame,
based mostly, if not entirely, on existing personal knowledge about the client, the circumstances,
the technical matters involved, client representations, and the mutual intent of the parties.
Examples of consultations are reviewing and commenting on a client-prepared business plan and
suggesting computer software for further client investigation.
b. Advisory services, in which the practitioner’s function is to develop findings, conclusions, and
recommendations for client consideration and decision making. Examples of advisory services are
an operational review and improvement study, analysis of an accounting system, assistance with
strategic planning, and definition of requirements for an information system.
c. Implementation services, in which the practitioner’s function is to put an action plan into effect.
Client personnel and resources may be pooled with the practitioner’s to accomplish the
implementation objectives. The practitioner is responsible to the client for the conduct and
management of engagement activities. Examples of implementation services are providing
computer system installation and support, executing steps to improve productivity, and assisting
with the merger of organizations.
d. Transaction services, in which the practitioner’s function is to provide services related to a
specific client transaction, generally with a third party. Examples of transaction services are
insolvency services, valuation services, preparation of information for obtaining financing, analysis
of a potential merger or acquisition, and litigation services.
e. Staff and other support services, in which the practitioner’s function is to provide appropriate
staff and possibly other support to perform tasks specified by the client. The staff provided will
be directed by the client as circumstances require. Examples of staff and other support services

1 The definition of Consulting Services excludes the following:
a.

Services subject to other AICPA Technical Standards such as Statements on Auditing Standards (SASs), Statements on Standards
for Attestation Engagements (SSAEs), or Statements on Standards for Accounting and Review Services (SSARSs). (These
excluded services may be performed in conjunction with consulting services, but only the consulting services are subject to the
SSCS.)

b.

Engagements specifically to perform tax return preparation, tax planning/advice, tax representation, personal financial planning
or bookkeeping services; or situations involving the preparation of written reports or the provision of oral advice on the
application of accounting principles to specified transactions or events, either completed or proposed, and the reporting thereof.

c.

Recommendations and comments prepared during the same engagement as a direct result of observations made while
performing the excluded services.
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are data processing facilities management, computer programming, bankruptcy trusteeship, and
controllership activities.
f. Product services, in which the practitioner’s function is to provide the client with a product and
associated professional services in support of the installation, use, or maintenance of the product.
Examples of product services are the sale and delivery of packaged training programs, the sale and
implementation of computer software, and the sale and installation of systems development
methodologies.

Standards for Consulting Services
6. The general standards of the profession are contained in rule 201 of the AICPA Code of
Professional Conduct (AICPA, Professional Standards, vol. 2, ET sec. 201.01) and apply to all
services performed by members. They are as follows:
Professional competence. Undertake only those professional services that the member or the
member’s firm can reasonably expect to be completed with professional competence.
Due professional care. Exercise due professional care in the performance of professional
services.
Planning and supervision. Adequately plan and supervise the performance of professional
services.
Sufficient relevant data. Obtain sufficient relevant data to afford a reasonable basis for
conclusions or recommendations in relation to any professional services performed.
7. The following additional general standards for all consulting services are promulgated to
address the distinctive nature of consulting services in which the understanding with the client may
establish valid limitations on the practitioner’s performance of services. These Standards are
established under rule 202 of the AICPA Code of Professional Conduct (AICPA, Professional
Standards, vol. 2, ET sec. 202.01).
Client interest. Serve the client interest by seeking to accomplish the objectives established by
the understanding with the client while maintaining integrity and objectivity.2

2 Article III of the Code of Professional Conduct describes integrity as follows:
"Integrity requires a member to be, among other things, honest and candid within the constraints of client confidentiality.
Service and the public trust should not be subordinated to personal gain and advantage. Integrity can accommodate the
inadvertent error and the honest difference of opinion; it cannot accommodate deceit or subordination of principle."
Article IV of the Code of Professional Conduct differentiates between objectivity and independence as follows:
"Objectivity is a state of mind, a quality that lends value to a member’s services. It is a distinguishing feature of the
profession. The principle of objectivity imposes the obligation to be impartial, intellectually honest, and free of conflicts
of interest. Independence precludes relationships that may appear to impair a member’s objectivity in rendering
attestation services."
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Understanding with client. Establish with the client a written or oral understanding about the
responsibilities of the parties and the nature, scope, and limitations of services to be performed,
and modify the understanding if circumstances require a significant change during the engagement.
Communication with client. Inform the client of (a) conflicts of interest that may occur
pursuant to interpretations of rule 102 of the Code of Professional Conduct,3 (b) significant
reservations concerning the scope or benefits of the engagement, and (c) significant engagement
findings or events.
8.
Professional judgment must be used in applying Statements on Standards for Consulting
Services in a specific instance since the oral or written understanding with the client may establish
constraints within which services are to be provided. For example, the understanding with the
client may limit the practitioner’s effort with regard to gathering relevant data. The practitioner
is not required to decline or withdraw from a consulting engagement when the agreed-upon scope
of services includes such limitations.

Consulting Services for Attest Clients
9.
The performance of consulting services for an attest client does not, in and of itself, impair
independence.4 However, members and their firms performing attest services for a client should
comply with applicable independence standards, rules and regulations issued by the AICPA, the
state boards of accountancy, state CPA societies, and other regulatory agencies.

Effective Date
10.
This Statement is effective for engagements accepted on or after January 1, 1992. Early
application of the provisions of this Statement is permissible.

3 Rule 102-2 on Conflicts of Interest states, in part, the following:
"A conflict of interest may occur if a member performs a professional service for a client or employer and the member or
his or her firm has a significant relationship with another person, entity, product, or service that could be viewed as
impairing the member’s objectivity. If this significant relationship is disclosed to and consent is obtained from such client,
employer, or other appropriate parties, the rule shall not operate to prohibit the performance of the professional service

4 AICPA independence standards relate only to the performance of attestation services; objectivity standards apply to all services. See
footnote 2.
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APPENDIX 31/B
CASE STUDY: DEVELOPING A RECRUITMENT, SELECTION,
AND ORIENTATION PLAN FOR ABC COMPANY

Background
The President of ABC Company, Jack Smith, calls Ken Kane, a partner in Kane and Jones, a local
CPA firm, to ask for assistance in hiring an accounts payable supervisor. The company has
previously done its hiring without outside assistance.
In his discussion with Smith and from his knowledge of ABC, Kane realizes that this client has
had four different accounts payable supervisors during the last few years. In fact, the company
seems to have high turnover in several staff positions.
Kane agrees to assist the client but suggests a lunch meeting the following week to discuss the
position requirements in greater detail. H e also plans to discuss whether the client’s personnel
problems are related to the lack of a recruitment, selection, and orientation plan.
During the meeting, Smith informs Kane that the reason for the high turnover of employees
is that he cannot seem to hire qualified candidates. H e explains that his hiring process in the past
has been to place an ad in the local newspaper and have the respondents call for an interview. H e
interviews the candidates himself and typically chooses a candidate he believes is most qualified.
H e rarely discusses the candidate’s qualifications in great detail because he lacks knowledge of the
technical requirements of the job. Instead, he bases his decision mainly on instinct.
The company has a qualified controller, Robert Mason, who oversees the accounting
department staff. However, Smith never asks him to sit in on the interviews, but does ask him to
accept the candidate that he selects. Although the accounts payable supervisor reports to Mason,
Smith has never given him the authority to assist in recruiting and selecting any accounting
department staff.
Kane agrees to assist in recruiting and selecting an accounts payable supervisor. However, he
informs Smith that the company apparently has a larger problem in its overall inability to hire and
retain competent staff. Kane proposes that Smith consider an engagement to improve the process
of recruiting, selecting, and orienting all personnel. By improving the process, the company will
increase the likelihood of hiring and retaining capable personnel who will accept the company’s
philosophy and will be compatible with other personnel.
Based on his knowledge of the company and his meeting with Smith, Kane prepares a letter
outlining the terms of the engagement (see exhibit 31B-1). On receiving the signed letter, Kane
proceeds with the engagement.
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Engagement Approach
ABC Company has no recruitment, selection, and orientation procedures. During meetings with
Smith and the company’s key staff, Kane advises Smith that, in addition to the procedures, the issue
of job information needs to be addressed in order to institute a recruitment, selection, and
orientation program.

Job Information
Effective recruitment and selection requires that each position in the organization and its
qualifications be clearly defined.
Organization chart. Kane explains to Smith that each staff person needs to know to whom they
report and who reports to them. An organization chart would clearly outline areas of responsibility
and authority as well as illustrate job advancement opportunities. ABC Company’s organization
chart is shown in exhibit 31B-2.
Job descriptions. Kane advises Smith to have detailed job descriptions for each position on the
organization chart and to update them periodically. The descriptions will be helpful in selecting
employees and in acquiring temporary help when an employee is sick or disabled.
Job descriptions outline the basic areas of responsibility for the job and identify to whom the
employee reports, for whom they are responsible, and the reports generated, their timing, and the
recipients. Kane develops detailed job descriptions after discussions with personnel in all
administrative and accounting positions in the company, including the accounts payable supervisor.
(See exhibit 31B-3.)
Qualifications. Kane and Smith agree that minimum qualifications need to be established for each
staff position. The requirements are used not only for recruitment but also for retention purposes.
The experience level, skill level, performance standards and requirements, and compensation are
among items to consider in preparing position qualifications.
Smith and Mason, after several discussions, determine that the accounts payable supervisor
requires three years’ experience in accounts payable, preferably in the same industry, and some
computer experience. The initial salary for the position will range from $18,000 to $20,000
annually.
By preparing an organization chart, job descriptions, and job qualifications, the company can
determine each staff person’s area of responsibility and authority, specific job activities, proper
salary range, and qualifications for each position. Consequently, a process is in place for client
management to judge job candidates properly and hire competent staff. Furthermore, the client
now has a basis for evaluating current personnel for changes to new positions within the company.
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Candidate Sources
Mr. Kane advises that each job position may involve different sources for candidates. For example,
the best source for recruiting a chief financial officer may be a recruiting firm or an ad in a regional
or national journal or newspaper. For an accounts payable clerk, however, the best source may
be an advertisement in one or several local newspapers.
The client agrees, in this instance, to place an ad in a local paper. The job description provides
the copy for the ad. The ad is as concise as possible not only to reduce the expense but also to
make it easy to read and more likely to attract readers. The ad indicates the geographic location
of the client, thereby implying a further qualification of the applicant. In addition, the ad discloses
that a CPA firm is assisting the client in the search for a candidate and requests a resume with a
salary history.

Candidate Selection
Kane recommends that Mason and other department heads be given the responsibility and
authority for their staff and brought into the recruitment process.
Mr. Kane advises the client that the method of identifying candidates and selecting the eventual
employee needs to be objective rather than subjective. The selection process for each position,
including the roles played by all ABC personnel involved in the process, needs to be documented.
Kane and Smith agree to use the following steps to select the accounts payable clerk:
1. Kane will screen resumes.
2.

Kane will conduct initial interviews.

3.

Kane and Mason will check references.

4.

Smith and the controller or supervisor will conduct the second interview.

Resume screening. Kane warns Smith that the number of responses to an ad can be overwhelming
and that it may be neither possible nor desirable to interview all applicants. Consequently, Kane
screens the resumes, using a few select criteria to determine which applicants to interview and to
reduce the applicants to a manageable number. In the case of the accounts payable supervisor,
Kane determines that the criteria include salary range and experience in accounts payable, in the
industry, and with computers.
Kane finds it helpful to develop a grading system to assist in the screening process. H e sorts
the resumes for an accounts payable supervisor into the following four categories:
1.

Candidates have current or recent job experience as an accounts payable clerk in the same
industry as the client’s and meet all other qualifications.
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2.

Candidates have current accounts payable experience, but not in the client’s industry. They
meet all other qualifications.

3.

Candidates have partial or limited job experience as an accounts payable clerk, but not in the
client’s industry. They meet other qualifications or have minor variances.

4.

Candidates are unsuitable for this position.

The plan is to exhaust each group before interviewing the next group. Each applicant to be
interviewed is called for an appointment.
Initial interview. Kane and Smith agree that the initial interview is a two-way exchange: Not only
do applicants need to sell themselves to the recruiter, but also the recruiter, in this case, Kane,
needs to sell the client and the position to the applicants. Kane begins each interview with an
introduction and explanation of the interviewing process. To sell the position to the applicants,
Kane enthusiastically describes the company and management and reviews the job description and
responsibilities.
Initial interviews should be conducted in a manner that allows the interviewer to evaluate the
applicant. Therefore, in addition to asking questions related directly to the available position, Kane
asks the following questions:
•

Why are you currently looking for a job?

•

What was your previous position?

•

To whom did you report?

•

What kind of information was required?

•

What is your experience in staff supervision?

•

What is your background in computer use?

•

Why did you leave your past jobs?

•

What responsibilities and functions do you seek in your next job?

•

What accomplishments are you most proud of?

Kane avoids asking questions that require only a "yes" or "no" response. H e omits all personal
questions, such as those about age, marital status, family plans, and so forth. Regardless of the
questions, the interviewer will be unable to evaluate confidence, motivation, and insight perfectly.
Therefore, Kane is sensitive to the way each applicant answers questions. Kane solicits questions
from the applicants about the job description. H e considers whether the questions are well thought
out and articulate and if they relate solely to compensation and other benefits. H e also notes
whether there are any questions at all.
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Kane ends each interview by explaining that the decision about which applicants to call back
for second interviews will be made at the conclusion of all the interviews. In the case of one
especially promising applicant, however, Kane arranges the second interview immediately.
Reference checking. Kane advises Smith that checking references is a very important part of the
hiring process. It is an opportunity to learn first-hand how applicants have performed in the past
in similar positions and how they interacted with other employees.
After Kane selects suitable candidates for the second interview, Mason, the controller, checks
references. Mason obtains references from previous employers and their CPAs and from
employees whom the applicant had supervised. H e is unable to get current employers’ references
because of confidentiality constraints, which makes checking other references even more important.
Mason prepares a checklist questionnaire (exhibit 31C-3) to ensure that each reference source
comments on the same questions. To the checklist, he adds the following questions:
•

How would you characterize the applicant’s work habits and abilities?

•

What are the applicant’s weak points?

•

Did the applicant display leadership abilities?

Most reference contacts hesitate to criticize the candidates. Consequently, most phone calls
are very short. For these reasons, Mason finds it important to listen not only to the substance of
the answer but also to the way in which the contact phrases it. Occasionally, a reference contact
refuses to give information over the phone, but asks that a letter be written instead. In the letter,
Mason uses the same questions and guidelines, bearing in mind that a written reply probably will
reveal less than a phone conversation.
Second interview. After Mason checks the references, he and Kane meet to reevaluate each
remaining candidate. The highest-ranking applicants are called for a second interview at the
company. Smith is present at these interviews along with the controller. Because all applicants
meet the qualifications standards established, the interviewers assess their long-term potential and
temperament.

Orientation
The candidate selected by Smith and Mason accepts the accounts payable position and agrees to
start in two weeks.
ABC Company has no orientation program. Normally, new employees are introduced to their
immediate co-workers, complete personnel and payroll documents, and then start to work.
Working with Smith and Mason, Kane develops an orientation program that Mason uses when the
accounts payable supervisor begins work.
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After a brief meeting, Mason introduces the new supervisor to other accounting department
staff. Then, together they review the new hire’s job description. Mason provides the supervisor with
the following documents, which will routinely be provided to new employees:
1. A brief history of the company and an organization chart
2. A telephone directory of all personnel
3.

Information on the location of office supplies and instructions on how to obtain them

Mason also gives the new supervisor a description of the location of all accounts payable files and
records.
The new supervisor meets with the payroll clerk to complete personnel and payroll documents.
Then, during a brief tour of the office and plant, Mason introduces the new employee to the staff
and discusses ABC Company’s products. At the end of the day, and again at the end of the week,
Mason meets with the new employee to evaluate her acclimation to the new position.

Engagement Report
At the conclusion of the engagement, Kane presents Smith a written report that includes a
description of current ABC Company recruitment, selection, and orientation activities. After
summarizing the problems ABC Company is encountering in these activities, the report
recommends revisions to current recruitment, selection, and orientation activities. Kane provides
documentation to support the proposed changes, including an organization chart, job descriptions
and requirements for all positions, and a list of sources for job candidates. Kane also estimates the
costs savings for ABC Company if it implements the recommendations.
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Exhibit 31B-1

Engagement Letter—Development and Implementation
of Recruitment, Selection, and Orientation Plan

Kane and Jones, CPA
One Main Street
Anytown, USA 00000

Mr. Jack Smith
ABC Company
123 First Street
Anytown, USA 00000

D ear Mr. Smith:
We are pleased to submit this letter outlining the terms of our engagement to develop a
recruitment, selection, and orientation plan for ABC Company personnel and to further assist you
in the hiring of an accounts payable supervisor.

Engagement Objectives
The objectives of the engagement are to develop, document, and establish formal policies and
procedures for employee recruitment, selection, and orientation and to recruit an accounts payable
supervisor.

Engagement Benefits
When we complete this engagement, ABC Company will realize the following benefits:
Clear policies and procedures will replace vague ones.
Sources of personnel will be documented so that they may be used repeatedly.
The selection of job candidates will be easier and more reliable because you will have
established qualifications to compare with specific job requirements.
4. Employee morale will improve because management will be better able to orient personnel to
the company’s objectives and culture, and management’s expectations.
5. A qualified individual will fill the accounts payable position.

1.
2.
3.
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Engagement Approach

1.
2.
3.
4.
5.
6.
7.

We will use the following step-by-step approach:
Prepare an organization chart.
Develop job descriptions for all employees.
Establish job qualifications for each position.
Identify sources for job candidates.
Develop an evaluation and selection process for candidates.
Develop an orientation program for new employees.
Assist in recruiting, selecting, and orienting a new accounts payable supervisor.

Engagement Reporting
I will advise you throughout the engagement on the progress in achieving your objectives and
on other matters. At the conclusion of the engagement, I will provide you with a written report
that documents the recruitment, selection, and orientation program.

Engagement Staffing
I will conduct the engagement. We will require several meetings with you and members of your
staff during the engagement. I will provide ample notice of these meetings. The involvement of
you and your staff is imperative for the success of the engagement.

Fees
Our fee is based on the time required at our standard hourly rate. We estimate the cost of the
engagement at $X,XXX (plus any out-of-pocket expenses). We will submit invoices monthly.
Please acknowledge acceptance by signing one copy of this letter and returning it to us. I
appreciate this opportunity to propose this engagement and look forward to working with you and
your staff.

Sincerely,

Ken Kane, CPA

Approved by
President
D ate
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Exhibit 31B-2

ABC Company Organization Chart
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Exhibit 31B-3

ABC Company
Position Description
Accounts Payable Supervisor

Position Duties
1. Maintains records of amounts owed
2. Verifies invoices
3.

Computes discounts

4.

Codes expenses

5.

Prepares vouchers for payment

6. Totals accounts
7. Prepares account statements
8.

Prepares other reports, as required

Position Reporting
Reports to the Controller as required. This is an exempt position.

Position Responsibilities
Supervises two non-exempt accounts payable clerks with generally similar occupational skills.
Assigns work in accordance with schedules set by the Controller.
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APPENDIX 31/C
ILLUSTRATIVE FORMS

Exhibit 31C-1

Sample Personnel Requisition

To Personnel Officer

D ate

From ________________________

Location

Replacement f o r ______________________
Position to be filled_____________________

D ate needed by

To be supervised b y ____________________
Check one:

_______Permanent Position

_______Temporary Position
How long n eed ed ?________

Necessary qualifications ________________

Job duties

Salary ra n g e ____________________
Persons who will interview applicants

Do not write below this line
Filled by______________________ D ate______________ Source
Grade or rate
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Exhibit 31C-2

Sample Interview Summary Form

Purpose of interview (circle one)
Employment
Promotion
Position for which individual is being considered__________________________________________
Name of individual being interviewed_________ ________________________________________
Department_________ ________________________ Interview date _______________________
Instructions: Rate the applicant by placing an x in the appropriate box for each category.
Appearance

□
Sloppy, untidy,
or faulty grooming

□
Generally neat,
well-groomed

□
Very careful of
appearance, meticulous
in dress

Poise

□
Ill at ease, tense,
embarrassed, awkward

□
Composed, relaxed,
comfortable

□
Entirely at ease,
spontaneous, polished

□
Disorganized,
confused, wanders,
irrelevant, evasive

□
Logical and clear,
grammar good,
organized, relevant

□
Animated, fluent,
good vocabulary

□
Slow to respond,
doesn’t seem to
understand

□
Comprehends quickly,
responds readily

□
Sharp, keen,
perceptive

□
Cold, aloof,
snobbish, cocky,
unfriendly

□
Pleasant, amiable,
ingratiating

□
Exceptionally
personable, charming,
attractive personality

□
Fails to give
impression of
sincere interest
in job

□
Plenty of drive,
has plans for
getting ahead, is
excited about job

□
Extremely wellmotivated for job and
future with the
organization

Conversational
Ability

Alertness

Warmth and
Likability

Enthusiasm
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Initiative

□
Rarely volunteers
information or
takes the lead

Job-related
Education

□
Seizes opportunity
to enlarge responses

Good

□
Exceptional

□
Basically qualified

□
Well-qualified

□

□

Weak
Job-related
Experience

□
Lacking

□
Well-organized
presentation,
anticipates questions,
asks good questions

Summarize your conclusions, giving specific reasons and paying special attention to the experience and
competence of the individual as he or she relates to the particular requirements of the position to be filled.

Based on your interview, do you recommend filling the vacancy with this applicant?
□ Yes

□ No

If yes, did you get applicant’s permission to contact present employer in our reference check procedures?
□ Yes

□ No

Signature of person conducting the interview
Disposition
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Exhibit 31C-3

Sample Telephone Reference Script

Applicant_____________________________ Person contacted__________________________
Company______________________________ Title____________________________________
Phone N o .____________________________

1.

Was applicant employed by you?

Yes □

No □

2.

What were the dates of employment? From ____________________to ________________

3.

What was the job classification? _______________________________________________

4.

How would you rate attendance?______________________________________________

5.

How would you rate punctuality? ______________________________________________

6.

How would you rate job performance? _________________________________________

7.

Were there any promotions? _______ Can you describe circumstances of the change?

8.

To what degree was there a need for supervision?___________________________________

9.

What success or lack of success was there in working with other people, and the reason?
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10. What was the reason for leaving?

11. Would you rehire? (If not, why not?)

Additional comments

D ate

Personnel Department
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READER’S RESPONSES TO DEVELOPING AND IMPROVING CLIENTS' RECRUITMENT,
SELECTION, AND ORIENTATION PROGRAMS
Your assessment of this practice aid will help to ensure that future publications of the Manage
ment Consulting Services Division will be valuable to practitioners. Please photocopy this
questionnaire and complete and mail or fax it to Editor/Coordinator, Management Consulting
Services Division, AICPA, 1211 Avenue of the Americas, New York, New York, 10036-8775,
facsimile number (212) 575-3846.
Thank you for your assistance.

1.

How familiar were you with this subject before you read this practice aid?
2
3
4
5
Unfamiliar
Somewhat familiar
My area of expertise

0

2.
How useful is the practice aid to your practice?
0
1
2
3
Not useful at all
3.

Is this practice aid sufficiently detailed?

Yes

4
5
Extremely useful
N o ____

If no, please explain_______________________

4.
Is there additional information that you think should have been included in this practice
aid? Y e s____ No ____
If yes, please explain_______________________________________ _________________________

5.
Do you think that an advanced level practice aid on this subject should be available?
Y e s____
No ____
6.
Are you a member of the AICPA’s Management Consulting Services Division?
Y e s____
No ____
If no, how did you learn about the availability of this practice a id ? ______________________

7.

What other subjects would you like to see covered in Consulting Services Practice Aids?

Additional comments and suggestions

Name and Address (Optional)
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